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The Royal Commission on National Passenger Transportation 
recognizes that transportation touches everyone’s life and that infor- 
mation concerning our recommendations for Canada's passenger 
transportation system in the 21st century must reach as many 
Canadians as possible. 


For these reasons, the Royal Commission is publishing this summary 
of our final report, Directions. The summary provides a brief over- 
view of our principal findings and recommendations; we hope that 

it will persuade the reader to read the final report. 


Directions: The Final Report of the Royal Commission on National 
Passenger Transportation is published in four volumes and is avail- 
able through local public libraries across the country. It may also 

be purchased directly from the Canada Communication Group — 
Publishing and is available through your local bookseller. To find out 
how you may purchase the complete four-volume set of Directions, 
or the sub-set of Volumes 1 and 2 (Findings and Recommendations, 
and Supporting Documentation), please call: (819) 956-4802. 
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WHAT THE GOVERNMENT OF CANADA ASKED THE RovaL Commission To Do 


Around the world, transportation is undergoing rapid, major change. 
Many countries are trying new ways to finance transportation infra- 
structure and to deliver passenger transportation services to the 
marketplace. Changing government economic regulation over the 
delivery of passenger transportation services has resulted in new 
approaches to meeting travellers’ needs. 


This pace of change will continue and Canadians cannot ignore these 
innovations in other parts of the world and the challenges that they 
present. As the economies of nations become more and more inter- 
dependent, the choices that Canadians make about passenger trans- 
portation projects and investment will affect Canada’s economic 
success in the global marketplace. It is therefore important to make 
the right passenger transportation decisions now. 


In 1990, Canadians devoted substantially more resources to transpor- 
tation than to health care (16 percent of gross domestic product (GDP) 
compared with 9 percent of the GDP). In dollar figures, we estimate 
that in 1991, Canadians spent between $30 billion to $45 billion, or 
an average of $1,100 to $1,700 per person, on intercity passenger 
transportation itself. 


Canada has changed dramatically since the MacPherson Royal 
Commission issued its report on transportation 30 years ago. We 
believe it is now opportune to develop a new framework for Canada’s 
passenger transportation system, one that will endure well into the 
21st century. 


The Royal Commission on National Passenger Transportation was 
established on October 19, 1989, under Part | of the /nquiries Act, and 
given three years “.. . to inquire into and report upon a national inte- 
grated intercity passenger transportation system to meet the needs 
of Canada and Canadians in the 21st century... .” 
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How THE Rovat Commission Went Agour its Work 


Securing a thorough understanding of the passenger transportation 
system as it is today is a necessary prerequisite to making recom- 
mendations for the future. To gain that understanding, the Royal 
Commission undertook three major initiatives: consultations, 
international study and research. 


CONSULTING WITH CANADIANS 


Through public hearings across the country, written submissions, 
toll-free telephone lines, meetings and seminars, we listened to 
interested Canadians. These included travellers and providers of 
transportation infrastructure and services, as well as governments, 
taxpayers, unions, regulators and special interest groups such as 
people with disabilities and seniors. Much of what Canadians told 
us was reported in Getting There, our Interim Report. 


STUDYING THE PASSENGER TRANSPORTATION SYSTEMS OF 
OTHER COUNTRIES 


We also looked at how other countries are dealing with passenger 
transportation issues. We discovered that Canada is not alone in 
questioning the traditional ways of making passenger transportation 
policy and investment decisions, nor in seeking new ways to resolve 
transportation issues. Governments around the world are exploring 
ways to improve the efficiency of their transportation systems. 


Canadian travel patterns are broadly similar to those of other devel- 
oped countries, although there are some differences. The following 
chart shows that Canadians share a strong attachment to the car 
with travellers in other developed countries. The train is a more 
important passenger travel mode in Japan, and a somewhat more 
significant mode in Western Europe than in Canada or the United 
States. Most countries, however, are seeing the same long-term 
decrease in the importance of train and bus travel as has been 
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observed in Canada. Airplane travel, by contrast, has increased its 
Share of passenger travel everywhere. With their much larger land 
masses, Canada and the United States rely on air travel far more 
than Japan or Western Europe. 


Chart 1 
INTERNATIONAL ComPARISONS OF Mopat SHARES IN ToTaL Domestic TRAVEL, 1965, 1975 anp 1988 


Percentage of total domestic travel (in passenger-kilometres) 
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Autos, light trucks, and vans {_] Intercity bus and urban transit 


EM Domestic scheduled air 


Sources: Royal Commission staff calculations based on data from Statistics Canada, the 
European Conference of Ministers of Transport, and a number of U.S. and Japanese 
sources. For details consult the Notes to Chapter 2 in Volume 2 of the final report. 


Note: Total domestic travel includes both urban and intercity travel. 


Several countries have undertaken major transportation studies and 
have already begun implementing changes; others have relaxed 
government controls and economic regulation over their transpor- 
tation carriers. Some have studied ways of setting prices that reflect 
the true costs of transportation services and facilities, while others 
have experimented with alternative transportation ownership and 
administrative arrangements. 


RESEARCHING PASSENGER TRANSPORTATION 
Among other issues, our Research Program examined: 


¢ travel patterns in Canada; 

+ the costs and who pays them; 

+ the effects of transportation on the environment; 
+ the safety of each mode; and 

+ accessibility for people with disabilities. 


We concluded that the way the passenger transportation system in 
Canada is managed is no longer adequate. Why? 


¢ most travellers do not pay the full costs of the passenger transpor- 
tation services that they use, and prices do not reflect a traveller's 
use of the system; 


* in no mode are costs entirely covered by fares, licences and fees; 
¢ individual carriers face different rules and regulations; 


+ costs are higher than necessary because governments do not 
always invest in projects that result in the best value; 


* environmental and other social costs are rarely factored into the 
costs of the passenger transportation system; and 


* taxpayers lack information about why decisions are made and 
how their tax dollars are spent. 
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OUR APPROACH 
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OUR GUIDING PHILOSOPHY 


While a passenger transportation system heavily subsidized by the 
taxpayer may have been appropriate for Canada for the past 125 years, 
it is not the right one for Canada in the 21st century. Now, and in the 
decades ahead, Canada needs a system supported by the travellers 
who use it and not by government subsidies, departments and 
central controls. Passenger transportation should be treated more 
like a business. 


Instead of governments controlling who may carry passengers, we 
believe in a system controlled by consumers in the marketplace. 
Rather than governments providing most of the infrastructure, we 
believe the marketplace should do that job, with governments con- 
fining themselves to the roles of referee and policy maker. As a change 
from centralized and often remote jurisdictional arrangements, we 
believe transportation-related responsibilities should be moved 

to the level of government closest to the people that can most 
efficiently handle the responsibilities. 


In the past, passenger transportation has depended on major funding 
from general taxpayers, many of whom travel only a little or not 

at all. We believe that the system should now be self-sustaining; 
travellers should get what they pay for and pay for what they get. 


OUR METHOD: A FRAMEWORK 


The Royal Commission took a comprehensive approach to the 
passenger transportation system. We wanted to help resolve not 
only today’s issues and problems, but those of tomorrow as well. 


To accomplish this, we adopted a long-term passenger transportation 


framework. What do we mean by “framework”? We mean the laws, 
regulations and institutions that govern transportation. 
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Too often today, passenger transportation decisions are inconsistent, 
short-term and wasteful; with a guiding framework in place, future 
passenger transportation decisions will be coherent, consistent and 
less expensive after all costs paid by all parties are taken into account. 


OUR DIRECTIONS: GOAL AND OBJECTIVES OF THE 
TRANSPORTATION SYSTEM 


As the foundation for the framework, the Royal Commission set a 
goal for passenger transportation and developed four objectives that 
we found Canadians generally support, and that we believe should 
guide Canada in the future. We propose Canadian solutions to 
Canadian problems. 


We believe that the main goal of Canada’s intercity passenger trans- 
portation system should be to move people to where they want to 
go. Travellers should be able to choose the transportation services 
they want, get what they pay for, and pay for what they get. They 
should not be encouraged to go places or travel by particular modes 
due to government policies or subsidies that favour particular 
destinations or modes. 


We recommend that the passenger transportation system be guided 
by the following policy objectives: 

(a) safety; 

(b) protection of the environment; 

(c) fairness to taxpayers, travellers and carriers; and 


(d) efficiency, so that services are provided only where benefits to 
the individual traveller equal or exceed the cost, and given levels 
of service are provided at the lowest possible cost. 
Recommendation 4.1 


What about other possible objectives for the passenger transportation 
system, such as nation-building or regional development? During the 
Royal Commission’s public hearings, some Canadians spoke about 
the importance of passenger transportation in nation-building and 
regional development. Nation-building and regional development 
should be objectives of the various levels of government; but should 
they be identified as passenger transportation objectives? We believe 
that the answer is no. Passenger transportation policies should not 
be guided by objectives of nation-building and regional development 
for the following reasons. 


Nation-building: In general, the passenger transportation system is 
mature, and most Canadians are well served by a number of modes. 
We do not believe that any single transportation project, route, net- 
work or mode is likely to stand out today, as the transcontinental rail- 
way once did, as a symbol that unites Canada. We doubt that any 
new passenger transportation mega-project would contribute to 
building the nation — beyond its contribution to the nation’s economy, 
which can be assessed using the criteria we suggest. 


Regional development: We recognize that passenger transportation 
infrastructure and services can play a vital role in the development 
and functioning of national and regional economies. From our 
research and consultations, however, we concluded that separate 
and additional regional development benefits are unlikely to be 
substantial and these benefits alone should not be used to guide 
passenger transportation policies. 


We therefore recommend that: 


+ Governments pursue nation-building and regional development 
objectives through other programs, rather than using the passenger 
transportation system. 

Recommendation 4.2 


How Witt Our RECOMMENDATIONS AFFECT TRAVELLERS? 


Travellers should pay for the true costs of the travel services they 
use, including those for damages to the environment, and people 
who do not travel should not have to pay for those who do. 


Taxpayers will no longer subsidize travellers as they do under the 
present system. 


We recommend that: 


¢ Each traveller pay the full cost of his or her travel, and travellers, 
in total, pay the full cost of the passenger transportation system, 
including those costs related to protecting the environment, safety 
and accidents. 
Recommendation 4.3 


Some Canadian travellers may be unhappy about our recommenda- 
tions that they be charged prices and taxes at a level that covers the 
cost of their transportation. It should be remembered that all the 
costs of passenger transportation today are paid either through fares, 
or through taxes and income taxes. We are simply proposing that 
the system would be fairer to all if the burden of payment shifted 
from those who do not use the passenger transportation system to 
those who do. 


At present, taxpayers knowingly support the transportation 
system through direct subsidies and unknowingly, 
through hidden subsidies. 


Direct subsidies are those that governments show in their budgets 
as amounts transferred to carriers or travellers from the taxpayers. 
Hidden subsidies are those that are less visible to the public since 
they are not identified in government accounts. 
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Under our approach, travellers and carriers would pay the full costs 
of the passenger transportation system, but these costs would be based 
on principles of efficient investment and pricing. Travellers would 
not be paying for a passenger transportation system that is wasteful 
because it has too much or too little capacity, or capacity of the wrong 
type and in the wrong place. Travellers and carriers would be able to 
purchase services at the lowest possible prices for the greatest benefit. 


Table 1 illustrates the various components of the intercity passenger 
transportation system. 


Table 1 
COMPONENTS OF THE TRANSPORTATION S YSTEM 


Roads (including 
bridges) 


Police, road signs and 
signals, traffic control 
laws and regulations 


Airplanes | Airports (including Air navigation Air traffic control 
runways) systems 
Trains Stations Railway tracks Dispatch, signal 
systems 


Ferries Ferry terminals Waterways and Vessel traffic services 
(including wharves canals (including 
and ferry slips) navigational aids) 


Tables 2(a) and 2(b) illustrate the comprehensive system-wide costs 
of intercity domestic travel and who pays these costs today. Under 
“users,” the tables show estimates of costs paid by travellers and 
costs paid by carriers that will be passed on to travellers. 


Under “others,” the tables show costs that are not borne by travellers. 
For the most part, these are costs borne by general taxpayers, and 
also include estimates of environmental damage that is now borne 
by the public. Costs borne by others represent an overall measure 
of subsidies to travellers. 
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Table 2(a) 
ILLUSTRATIVE Svsrem-Wioe ANNUAL Cosrs or INTERCITY DOMESTIC TRAVEL, 
Pan By Users AND OTHERS, 1991, In 1991 DOLLARS 


Average costs: cents per passenger-kilo 


_Allintercity travel _ _ 


Total . 


Table 2(b) 
ILLUSTRATIVE SYSTEM-Wine ANNUAL Cosrs oF Ivrencrry Domestic TRAVEL, 
Par By Users AND OTHERS, 1991, in 1991 DoLLars 


tals: $ millions 


4,486 
Wwe 
172 
ae ‘i 


All intercity travel 
(240 billion pass-km) 


5,978 
1,492 
8,088 
0 
27,563 


Note: In order to illustrate smaller components, averages are shown to the nearest 
tenth of a cent and totals to the nearest million dollars. In general, cost estimates 
are approximate and are not accurate to this level of precision. 


The tables show that bus travel is the least costly mode, with an aver- 
age total cost of 9.5¢ per passenger-kilometre. We estimate that bus 
travellers pay all but 0.4¢ per passenger-kilometre of this. Car and 
airplane travellers receive a somewhat larger subsidy; the general 
taxpayer and the public subsidize car travel by an estimated 1.8¢ per 
passenger-kilometre and air travel by 3.6¢ per passenger-kilometre. 
These subsidies cover infrastructure, environmental and accident 
costs not paid by users, plus small direct subsidies paid for air travel 
in some provinces, and are net of special taxes collected by federal 
or provincial governments. 


The largest gap between “users” and “total” costs are for train travel 
(33.0¢ per passenger-kilometre) and ferry travel (17.4¢ per passenger- 
kilometre). This is due to large, direct subsidies from the taxpayers 
to travellers using passenger rail and some ferry services. For the 
interpretation of these tables, see Directions, Volume 1, Chapter 3. 


Our recommendation that travellers pay the full costs of their travel 
means that travellers using a public mode of transportation such as 
the bus, train, commercial airplane or ferry, as well as those travelling 
by private car or private airplane, will pay fares, taxes or fees suffi- 
cient to cover their share of the full cost of providing services they 
use. The recommendation also means that the burden on the general 
taxpayer would be reduced accordingly. 


In paying the full costs, travellers should also pay, through either a 
portion of their fare, a tax or a charge, for any environmental damage 
they cause and for all safety and accident costs associated with 

their travel. 


Environmental damage charges are addressed in Recommendation 7.4 
and Recommendation 7.5 and include, among other things, the costs 
of clean-up and mitigation, and the administration of environmental 
policies and regulations. Recommendation 7.6 stipulates that the 
charges be applied equally to all modes. 
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For more information on the environment, and the complete text of 
Recommendations 7.1 to 7.7, see Directions, Volume 1, Chapter 7. 


Charges for safety and accident costs will include the cost of safety 
services provided by governments, and health care costs currently 
borne by the health insurance system. 

Recommendation 8.1 


For more on safety and the complete text of Recommendations 8.1 
and 8.2, see Directions, Volume 1, Chapter 8. 


ACCESS FOR PEOPLE WITH DISABILITIES 


Nearly 10 percent of Canada’s adult population has a transportation- 
related disability. The following table provides an estimate of the 
number of Canadians with transportation-relevant disabilities by 
type of disability. 


Table 3 
NUMBER OF PERSONS WITH TRANSPORTATION-RELEVANT DISABILITIES, BY TYPE OF DISABILITY, 1990 


All Canadians aged 15 and over with 
transportation-relevant disabilities 1,879,615 


Speech impairment 


Wheelchair or walker use 


Blindness 


Disability unspecified 


Sources: Hickling Corporation, using data from Statistics Canada’s Health and Activity 
Limitation Survey, 1987, with projections to 1990; Transportation for People with 
Disabilities: A Policy Review and Analysis, a report prepared for the Royal 
Commission on National Passenger Transportation, RR-01, March 1991, p. 5. 


Figures will add to more than 100 percent because some people have multiple 
disabilities. Figures include people living in institutions but exclude those confined 


to the home (an estimated 37,600). 
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People with disabilities should have wider access to 
the passenger transportation system 


While the Royal Commission acknowledges that governments and 
industry have taken important steps to provide access to intercity 
passenger transportation services for people with disabilities, our 
approach goes further. We recommend that: 


¢ Travellers with physical or mental disabilities have opportunities 
similar to those enjoyed by all Canadians to use public passenger 
transportation. 
Recommendation 4.4 


We further recommend that: 


¢ Governments establish a goal that all travellers in Canada have 
access to public transportation in a safe, reasonably comfortable 
and dignified fashion, irrespective of physical or mental ability. 
Recommendation 9.1 


For carriers and providers of infrastructure, we recommend: that 
they begin immediately to ensure that their specifications for new 
equipment and infrastructure provide continuing improvements in 
accessibility; that carriers cover an attendant’s fare if they decide 
that, for safety reasons, an attendant is needed during a trip; and that 
they ensure that any personnel who might be required to assist trav- 
ellers with disabilities are trained to deal with such travellers with 
sensitivity and understanding. 

Recommendations 9.3, 9.8 and 9.9 


We also recommend an expanded role for the National Transportation 
Agency (NTA) regarding people with disabilities, more specifically: 

that the NTA establish minimum standards of passenger accessibility; 
that it take more active responsibility for ensuring that transportation 


services become more accessible to people with disabilities: and that 
the NTA be appointed the referee to mediate disputes regarding the 
need for an attendant. 


Recommendations 9.2, 9.4 and 9.7 


We further recommend that: 


¢ Through consultation among groups representing people with 
disabilities, carrier associations and the National Transportation 
Agency, a mechanism such as a coded identification card system 
be devised that would indicate quickly to carrier personnel the kinds 
of services needed by each traveller with a disability, including 
whether or not the traveller requires an attendant for safety or 
other reasons. 
Recommendation 9.6 


For more information on access to transportation for people with dis- 
abilities and the complete text of Recommendations 9.1 to 9.11, see 
Directions, Volume 1, Chapter 9. 


How Witt Our RECOMMENDATIONS AFFECT CARRIERS? 


Passenger transportation carriers should face market pressures 
to respond to consumer preferences and to reduce costs, to 
improve efficiency, and to pass resulting savings on to travellers. 


Canadian passenger transportation and the marketplace 
We recommend that: 
+ Competition and market forces be the prime agents in providing 


viable and efficient carrier services. 
Recommendation 4.5 


To achieve this marketplace discipline, governments will make it easier 
for new competitors to enter the market by eliminating or easing 
restrictions. All competitors that meet “fit, willing and able” criteria 
will have the opportunity to supply passenger carrier services. More- 
over, these potential new entrants will have equal access to transpor- 
tation infrastructure so long as they are prepared to pay their share 
of the costs. And, as we said before, these costs include those 
imposed by travellers through environmental damage, safety costs 
and accidents. At the same time, anyone providing passenger trans- 
portation services will be able to withdraw these services without 
undue delay, subject only to adequate notice. 


We therefore recommend that: 


¢ Federal, provincial and territorial governments amend their legis- 
lation concerning the regulation of intercity buses to reduce entry 
restrictions to “fit, willing and able” criteria, and require only 
public notice of route abandonments and publication of schedules 
and fares. 
Recommendation 13.1 


+ The federal government invite Canadian air carriers to make public 
proposals for future international air route designations, with the 
air carrier offering the best package to be granted the route and 
the reasons made public, and Canadian air carriers be allowed 
to sell designated international routes to one another. 
Recommendations 11.3 and 11.4 


+ Governments abstain from making any financial contribution that 
is intended to ensure the survival of air carriers. 
Recommendation 11.5 


+ The federal government amend legislation to make rail track access 
available to all qualified passenger carriers who are willing to pay 
for what they use and ensure that all such carriers have a right of 
access to essential infrastructure and are treated equally in the 
movement of traffic. 

Recommendation 6.7 
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* Airport and municipal authorities cooperate to ensure unrestricted 
access to airports by all ground connectors who pay their share of 
the costs, and the federal government similarly grant all ground 
connectors open access to federally owned airports and rail 
stations. 


Recommendation 15.1 


¢ The federal government require that all agreements for the sale 
or lease of federally owned transportation infrastructure include 
provisions that oblige the operating authority to grant open access 
to all intermodal connectors on equal terms and conditions. 
Recommendation 15.2 


An exception to the rule... 


Under current international arrangements, if a Canadian airline is 
no longer owned and controlled by Canadians, its classification as a 
“national airline” is jeopardized; this, in turn, may put the airline’s 
entitlement to fly international routes at risk. 


Although the Royal Commission recommends no restrictions on 
ownership of the other modes, we make an exception for air carriers 
because of this current international regulatory regime. 


Regarding ownership of airlines, we recommend that: 


¢ The federal government and the government of Alberta amend 
their legislation to eliminate the 10 percent ceiling on individual 
holdings that currently applies to Air Canada and Pacific Western 
Airlines (the parent of Canadian Airlines International). 
Recommendation 11.2 


¢ The federal government retain the existing limits on foreign 
ownership and control of air carriers. 
Recommendation 11.1 


¢ If faced with a potential reduction to only one major Canadian car- 
rier in the domestic market, the federal government use its powers 
to override limitations on foreign ownership and control for the 
explicit purpose of, and to the extent required to, ensure competition 
in the domestic market. 
Recommendation 11.6 


For more on “ownership” in the air mode, see Directions, Volume 1, 
Chapter 11. 


How Witt Our RECOMMENDATIONS AFFECT PROVIDERS 
OF INFRASTRUCTURE? 


Suppliers of transportation infrastructure should charge for 
their services. Those who do not benefit from these services 
should not have to pay for them. 


Carriers and travellers told us that if they are going to be asked to 
pay the full cost for terminals such as airports, links such as roads 
and railway tracks, as well as traffic control services, they want to be 
sure that what is provided is only what is needed, no more, no less. 
The Royal Commission agrees and recommends that: 


¢ Terminals, links and traffic control services be priced on a terminal- 
by-terminal, link-by-link and service-by-service basis. 
Recommendation 4.6 


¢ Where there is sufficient competition, or where users are in a strong 
bargaining position with providers of terminals, links or traffic con- 
trol services — and so long as there are appropriate charges for 
environmental damage, safety and accidents — competition and 
market forces determine prices and investment decisions for 
passenger transportation infrastructure. 
Recommendation 4.7 


PEN 


* Where regulations are required, they be designed to ensure that 
pricing and investment decisions will be similar to what would 
otherwise occur through competitive market forces. 
Recommendation 4.8 


SETTING PRICES 


Travellers should only pay for what they use. 


Prices will reflect the travellers’ or carriers’ use of each terminal, link 
or traffic control service and will be designed to encourage neither 
overuse nor underuse. 


And, where the prices do not recover the full cost of providing the 
service, they will be adjusted to provide for full cost recovery in such 
a way as to minimize the loss of efficiency. 


We therefore recommend that: 


+ Conventional tolling systems be considered when new or expanded, 
limited-access highways are required, with tolls set to cover any costs 
of the road link in question exceeding those recovered by fuel taxes. 
Recommendation 5.6 


¢ Provincial and territorial governments institute weight-distance 
taxes for trucks as part of an overall road-financing program. 
Recommendation 5.5 


- Airport operators obtain their funding from site-specific charges on 
an airport-by-airport basis, rather than through an allocation from 
the Air Transportation Tax. Charges to travellers will reflect the 
commercial potential of the airport, not historical costs. 
Recommendations 5.1 and 5.3 


+ The operator of the air navigation system obtain funding for that 
system by charging aircraft operators directly for their share of air 
navigation and air traffic control costs by using charges that differ 
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by type of flight, class of aircraft and value of benefits received, 
rather than an allocation from the Air Transportation Tax. This 
system would replace the Air Transportation Tax. 
Recommendation 5.7 


A decision to move to a link-by-link charge for the existing road sys- 
tem will be based, in part, on technological feasibility, administrative 
cost and public acceptability. 


For road projects, we therefore recommend that: 


¢ Provincial and territorial governments meet the costs of their highway 
system, and any agreed upon National Highway System projects 
within their borders, through fuel taxes and other charges. 
Recommendation 6.6 


For more on investment and pricing and the complete text of Recom- 
mendations 5.1 to 5.7, see Directions, Volume 1, chapters 5 and 6. 


INVESTING IN TRANSPORTATION 


Regardless of mode, investments will be made only in 
those passenger transportation projects in which benefits 
to travellers exceed costs, and in those that yield the highest 

level of benefits over costs. — 


We therefore recommend that: 


¢ For transferring airports to Local Airport Authorities, the federal 
government's valuation of existing airport capital facilities reflect 
the commercial potential of the facilities, not historical costs. 
Recommendation 5.3 


+ Governments or local airport authorities make airport investments 
on an airport-by-airport basis and only make new airport investments 
where costs, including a return on investment, can be expected to 
be repaid through future revenues. 

Recommendations 5.1 and 5.3 
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* In determining the extent of restoration and upgrading required for 
the national highway network, provincial and territorial governments 
be guided by a comparison of benefits and costs on individual 
projects, rather than by uniform engineering standards. 
Recommendation 6.4 


* Governments invest in high-speed rail infrastructure only if the bene- 
fits to the passenger transportation system exceed the costs, and if 
taxpayers do not have to pay any operating subsidies. 
Recommendation 12.6 


¢ Any railway company be allowed to abandon any amount of track 
without a limit. 
Recommendation 6.8 


¢ All responsible agencies, in evaluating safety improvements in 
different modes, use comparable values for injury and loss of life. 
Recommendation 8.2 


How Witt Our RECOMMENDATIONS AFFECT GOVERNMENT? 


Transportation should be moved out of the government 
tax-and-spend regime into one that is supported and 
maintained by the users of the system. 


We have said that competition and market forces should be the 
prime agents in developing a viable and efficient passenger trans- 
portation system. There are some functions in the passenger 
transportation system, however, that can and should only be 
performed by governments. 


¢ Governments will be responsible for establishing policies in relation 
to the passenger transportation framework, setting and enforcing 
standards, gathering and reporting information to the public, 
ensuring a sufficient level of research, maintaining competition 
and regulating monopolies. 
Recommendation 4.9 


Federal, provincial and territorial transportation departments should 
move toward being small policy-oriented departments. The depart- 
ments should shed most or all of their operating responsibilities. 
Government agencies might still be used to provide some carrier 
services and operate some infrastructure. They will, however, be 
expected to function without subsidies, and private sector firms will, 
in general, be free to enter the market in competition with such 


government operators. 
Therefore, we recommend that: 


+ The federal government transfer all remaining airports to Local 
Airport Authorities and/or to other types of local operators, and 
convert the air navigation system from a departmental organiza- 
tion to either a Crown corporation or an independent institution. 
Recommendations 6.1 and 6.2 


+ Each provincial and territorial government establish a Crown cor- 
poration, supplemented by an advisory group, to be responsible 
for providing roads more efficiently and making pricing and 
investment decisions more transparent. 

Recommendation 6.3 


+ Railway companies offer abandoned rail rights-of-way, under a for- 
mal procedure, to governments and then to other railway companies 
before such rights-of-way can be converted to other uses. All levels 
of government develop policies, based on explicit criteria, for 
deciding which corridors they wish to retain for future transporta- 
tion use and ensure that land so acquired is maintained intact as 
a corridor. 

Recommendation 6.9 


We recommend that the federal government: 
¢ Review the Competition Act and related policy and, if required, 
strengthen the powers needed to prevent anti-competitive practices 


in the intercity bus industry. 
Recommendation 13.2 
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* Extend its regulations governing the anti-competitive practices 
of computer reservation systems beyond the air mode to take a 
multimodal approach. 
Recommendation 15.3 


Establish the regulations under which any high-speed rail system 
will operate, including safety and environmental regulations. 
Recommendation 12.8 


We recommend that the National Transportation Agency: 
¢ Ensure that abandoned railway corridors are offered to governments 


or other railway companies at a reasonable price. 
Recommendation 6.9 


We recommend that provincial and territorial governments: 


Implement more-uniform and adequate minimum accessibility 
standards for intercity buses for travellers with disabilities, or, if 
that does not occur, the federal government rescind its delegated 
responsibility for nationally applied accessibility standards in order 
to ensure more uniformity. 

Recommendation 9.10 


We also recommend that all governments: 


Further develop travel and transportation data for public use, 
and the federal government publish an annual report card on the 
passenger transportation system. 

Recommendations 16.2, 16.3 and 16.4 


We recognize that the policies of one level of government regarding 
a mode for which it is responsible can affect other modes that are 
the responsibility of another level of government. But, as long as all 
modes are paying their way, as we recommend, this type of interaction 


is not inherently a problem. 
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Therefore, we recommend that: 


Decision-making authority of governments be assigned to the level 
of government that is both closest to the people and most able to 
efficiently exercise such authority. 

Recommendation 4.10 


We also believe that our framework can be implemented using a 
cooperative approach within existing jurisdictional arrangements. 


We therefore recommend that: 


+ A National Highway System be identified by the Council of Ministers 
Responsible for Transportation and Highway Safety and be oper- 
ated and maintained through cooperative action of provincial and 
territorial governments and/or their road agencies. 
Recommendation 6.5 


Local or regional governments take policy responsibility for control- 
ling environmental damage when the source and effects are local. 
Recommendation 7.1 


The federal government take responsibility when environmental 
damage from one region affects other regions or countries; con- 
tinue to strive for development of an effective international strategy 
to control global warming; and seek to harmonize domestic 
policies and taxes with the international community. 
Recommendation 7.2 


All modes will be treated equally _ | 


We recommend that: 


+ Governments tax and regulate all modes equally. 
Recommendation 4.11 


* All fuel taxes be used for transportation purposes or as a means 
of charging for costs, such as environmental damage and health 
care system costs, caused by transportation. 

Recommendation 5.4 


+ Governments apply environmental emission charges equally to 
all modes and to non-transportation sources, on as close to a 
per-unit-of-emission basis as practical. 

Recommendation 7.6 


+ Governments set regulations for the control of environmentally 
damaging emissions. These regulations should impose similar 
obligations in terms of cost per unit of abatement on each mode, 
and treat non-transportation sources of pollutants similarly to 
transportation sources. 

Recommendation 7.3 


¢ Governments separate revenues from environmental emission 
charges from other passenger transportation revenues and use such 
funds to clean up the environmental damage, compensate those 
affected, or lower general tax rates. They should not use such 
funds to expand or maintain the passenger transportation system. 
Recommendation 7.7 


IMPROVING ACCOUNTABILITY AND TRANSPARENCY 


The costs of the transportation system should be 
“transparent, and governments should be accountable 
for their decisions. 


Passenger transportation decisions made by governments should be 
clear, obvious and direct, and all costs should be made public. We 
therefore recommend that: 


+ Decision making be transparent so that Canadians can understand 
why governments or their agencies make the passenger transpor- 
tation choices they make, and so that those making decisions can 
be held accountable. 

Recommendation 4.12 
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To achieve this transparency in the decision-making process, we 
further recommend that: 


+ If agencies that are established to manage transportation infra- 
structure are monopoly suppliers, the level of government 
responsible ensure that advisory bodies of travellers and other 
interested parties are created to counsel management on invest- 
ment priorities, charging mechanisms and the prices needed to 
achieve self-sufficiency. 

Recommendation 16.1 


¢ Governments clearly report to the public the amount of, and 
reason for, any continuing subsidies to carriers. 
Recommendations 12.5, 14.4 and 16.4 


¢ The federal government allocate resources, and provincial and 
territorial governments cooperate with the federal government, 
to ensure the further improvement and collection of travel and 
other transportation data, and that the data be made available 
to the public. 
Recommendations 16.2 and 16.3 


+ The federal government publish an annual report card on the 
passenger transportation system that will include information 
on the use of the system, subsidies, extent of cost recovery, and 
degree to which objectives are being met, as well as information 
on the reliability and safety of transportation. 

Recommendation 16.4 


GIVING THE PASSENGER TRANSPORTATION SYSTEM TIME TO ADJUST 


We recognize that our proposed transportation framework will differ 
substantially from the current system and that governments will 
have to give travellers, carriers and infrastructure providers time 

to adjust. 


We therefore recommend that: 


* In cases where time is required to ease the problems caused by 
steep price adjustments, or where a carrier, a particular carrier 
service, a terminal or a link is to be given another chance to survive 
within the new framework, financial assistance be designed to 
encourage adjustment. 

Recommendation 4.13 


¢ If a carrier, a particular carrier service, a terminal or a link cannot 
survive despite a reasonable period of time for adjustment, the 
terminal or link be closed or the service discontinued. 
Recommendation 4.14 


During the adjustment period, any remaining subsidy from the 
taxpayer be: 


¢ provided, where possible, to move people in the most efficient 
way, regardless of mode; 


¢ borne by taxpayers in the jurisdiction that makes the decision, not 
by other transportation users; and 


¢ provided on a declining basis, for a reasonable adjustment period, 
and then terminated. 
Recommendation 4.13 


The Royal Commission recognizes four cases in which governments 
may have to provide transitional subsidies: airports, passenger rail, 
intercity bus and ferries. We therefore recommend that: 


+ Whenever applying our principles to airports, including all Transport 
Canada airports, would result in steep increases in average charges 
to travellers, governments provide transitional subsidies to be 
phased out over 10 years. The initial level of subsidy should be 
based on the current operating subsidy and be used for capital as 
well as operating expenditures or, if the airport is closed, for other 
local transportation purposes. 

Recommendation 5.2 
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¢ The federal government enact legislation to give VIA Rail a mandate 
to operate on a commercial basis, with the general subsidy having 
a sunset provision of 10 years. During this period, VIA Rail will 
have greater freedom to manage, including investment decisions, 
route selection, service levels and pricing; will be allowed to com- 
pete for other services such as commuter services and transporting 
mail; and will be required to file and publish detailed annual oper- 
ating plans and financial reports, including the costs and revenues 
related to individual routes. At the end of 10 years, all routes, 
excluding remote services, should be unsubsidized. 
Recommendations 12.1, 12.2, and 12.3 


+ If necessary to avoid steep increases in bus fares on particular 
routes following the relaxation of economic regulation of the bus 
industry, governments provide transitional subsidies on a declining 
basis not to exceed 10 years. 

Recommendation 13.3 


+ If necessary to avoid steep increases in fares, governments provide 
transitional subsidies not to exceed 10 years on individual ferry 
routes. 

Recommendation 14.1 


In some cases, governments might choose to continue subsidies to 
passenger transportation services that are not commercially viable. 
Such subsidies are not consistent with our framework and, in general, 
should not be maintained. If, however, governments continue to pro- 
vide subsidies despite our recommendations, they should do so in 
such a way as to ensure that services provided are as efficient as 
possible. In addition, such subsidies should be provided from general 
tax revenues and not from charges to travellers. 


Where governments judge that a subsidy for passenger transportation 
to remote communities is justified, we recommend that: 


(a) the most efficient mode and carrier be used and, where feasible, 
a competitive bidding process be implemented; 
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(b) any subsidized remote access service (regardless of mode) be 
designed to take passengers out to, and bring them in from, 
the closest convenient point where transfer can be made to a 
commercial unsubsidized carrier; and 


(c) subsidies and their purpose be open to public scrutiny. 
Recommendation 12.5 


In the case of constitutionally provided ferry services, we 
recommend that: 


* The federal government strive for the highest degree of cost- 
recovery, consistent with its constitutional obligations, or offer 
the affected province a grant instead of a subsidy. 
Recommendation 14.2 


THE SYSTEM COSTS 


We have discussed the changes that our recommendations will 
bring to travellers, carriers, providers of transportation infrastructure 
and governments. 


Since a large part of these discussions focussed on changes in costs 
and charges, it is important for us to talk about the general costs of 
the passenger transportation system today and what they will be in 
the future, after our recommendations are implemented. 


We have demonstrated what the costs of the system are today in 
Tables 2(a) and 2(b), “Illustrative system-wide annual costs of inter- 
city domestic travel, paid by users and others, 1991, in 1991 dollars.’ 
These tables are interpreted in Directions, Volume 1, Chapter 3. 
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Chapter 18 of Directions, Volume 1 picks up the discussion and illus- 
trates, by the use of tables and charts, how these estimated costs 
might evolve if the status quo were maintained, and how they will 
change after the implementation of our recommendations. Tables 4, 
5 and 6 reproduce some of this information. 
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Table 4 
LLuusrrarive Sysrem-Wioe ANNUAL Cosrs or InrercITY Domestic TRAVEL IN 2000 “Status Quo” 


Totals: $ millions, in 1991 dollars 


Users Others Total Users Others Total 


10 
8 
12 
0 


_ Allintercity travel 
(310 Dion se _ _ 


Note: In order to illustrate smaller components, figures are shown to the nearest $ million. 
In general, cost estimates are not accurate to this level of precision. 


Table 5 
ILLUSTRATIVE SYSTEM-Wipe ANNUAL CosTs oF InTeRCITY Domestic TRAVEL IN 2000 “DIRECTIONS” 


_ Allintercity travel 
(310 billion pass-km) 


_ Users. 


51,011 


Note: In order to illustrate smaller components, figures are shown to the nearest $ million. 
In general, cost estimates are not accurate to this level of precision. 


Costs for means of travel do not sum to costs for all intercity travel, as the latter 
also includes allowance for costs of increased car, bus and airplane travel to replace 
assumed reduction in rail travel between 2000 S-Q and 2000 D cases. 


Table 6 


Luusrrarive Sysrem-Wioe ANNUAL Costs oF INTERCITY Domestic TRAVEL, CHANGES BROUGHT BY 
IMPLEMENTING “DIRECTIONS” COMPARED WITH THE “STATUS Quo” 


Note: 


Totals: $ millio in 1991 dollars 


1,122 


In order to illustrate smaller components, figures are shown to the nearest $ million. 
In general, cost estimates are not accurate to this level of precision. 


Costs for means of travel do not sum to costs for all intercity travel, as the latter 
also includes allowance for costs of increased car, bus and airplane travel to replace 
assumed reduction in rail travel between 2000 S-O and 2000 D cases. 


Therefore, with our recommendations in place, there will be not only 
a transfer of costs from taxpayers to travellers, but also annual 
savings for both in most types of passenger transportation costs: 


* savings to general taxpayers and general public $5.320 billion 
¢ increased costs to travellers $3.871 billion 
* savings in total costs of passenger travel $1.449 billion 


MEETING OUR PASSENGER TRANSPORTATION OBJECTIVES 


We believe that our recommendations will meet our objectives and 
create a passenger transportation system that is safe, that is more 
protective of the environment, that ensures fairness to taxpayers, 
travellers and carriers and that operates more efficiently. 


Objective 1: Improving safety 


We are convinced that when travellers and carriers face the full costs 
of accidents and safety programs, they will change their behaviour 
and reduce accidents. We also expect that the discipline involved in 
objectively assessing risks, evaluating safety measures, and providing 
accountability and transparency in setting charges will encourage 
governments to treat the modes with greater consistency, thereby 
getting the most safety improvement per dollar spent. 


Objective 2: Greater protection of the environment 


We believe that our recommendations will lead to a greater protec- 
tion of the environment by persuading users to reduce the amount of 
damage they cause and by ensuring that those who travel less will 
not pay the environmental costs imposed by those who travel more. 
All of the modes will be subject to the same regulatory standards 
and charges. 


While our recommendations call for radical change, we believe 
they are rational, fair and will achieve national environmental goals 
efficiently and at a lower overall cost. 


Objective 3: Greater fairness to taxpayers, travellers and carriers 


We believe that subsidies from taxpayers and some transportation 
users to certain groups are unfair; for example, air travellers being 
supported by non-travellers for the costs of air navigation systems 
and airport expenses or train travellers being supported by direct 
subsidies from taxpayers for their ticket. Such subsidies to one mode 
are unfair to other modes that could offer competing services. 


The remedy is straightforward. Under our framework, carriers, and 
ultimately travellers, will pay all the costs of transportation infra- 
structure and services. This remedy will also apply to those modes 
that receive large subsidies — the passenger rail services and ferry 
services for which there are no constitutional obligations. 


Objective 4: A more efficient transportation system 


The passenger transportation system will be made more efficient, 
delivering better service at lower costs, through reforms in ownership, 
management, pricing policies and investments. 


We are convinced that competition will spur innovation: competition 


among modes, among carriers within modes and, where relevant, 
among providers of infrastructure. 


REACHING Our DESTINATION 


Our principles will ensure a framework in which costs are reflected 
in prices paid by travellers, and in which institutions are flexible 
and responsive. This framework will constrain transportation activi- 
ties that become too costly relative to benefits provided, and will 
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encourage the transportation industry to take advantage of new 
opportunities resulting from improved technology and other 
favourable developments. 


This summary is only a glimpse of our findings and recommenda- 
tions and we encourage you to consult Directions, our final report. 
We believe that an understanding of how the current passenger 
transportation system operates, how it is financed, who pays for the 
services and who owns and manages the system, will convince you 
that it is time for change. 
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